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Bev years since 1929 will not go down in American economic annals as 

just three more business years. On the contrary, historians will linger 
over them as revealing the most comprehensive and sweepingly disastrous 
financial panic in our history. By comparison, many of the panics which 
accompanied previous periods of business recession were Lilliputian affairs. 

Consider briefly the bold outlines of the record. In addition to a steep 
decline in production and trade, and a sustained reaction in commodity prices, 
we have had a series of dramatic collapses in security values, culminating 
in a complete demoralization of our security and capital markets within 
the last year. Again, we have lost by failure, temporarily or permanently, 
approximately one fifth of all independent banking institutions, involving 
over $3,250 million of depositors’ funds. Further, we have suffered a 
liquidation of bank loans of around $14.5 billion, and of total loans and 
investments of about $13 billion, or 35 per cent of all bank loans and 22.5 
per cent of total bank loans and investments. This more than wiped out the 
entire expansion of bank loans from 1922 to 1929, and almost three fourths 
of the total bank credit expansion. Moreover, we have experienced a con- 
traction of bank deposits, which, by the exchange of checks, constitute the 
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chief means of business and other payments, of $13.5 billion, or more than 
four fifths of the total gain in deposits from 1922 to 1929. Finally, we had 
an increase in average money in circulation of from $900 to $1,000 million, 
a substantial loss of the reserves of banks, and the accumulation in the last 
few months of almost half a billion of banking reserves in excess of banking 
requirements. 

This record is dramatically impressive, the more so because it mainly 
reflects developments of the period of deep depression rather than the full 
period of economic recession. In that respect it differs from the records of 
past depression periods. Significance, however, must not be attached to it 
from the standpoint of magnitude and timing alone; it reflects what turned 
out to be an almost complete damming up of the streams of capital and 
credit, which ordinarily flow freely through production and trade, with the 
assistance of the banking system. 

Naturally, this is a condition rife with calamitous consequences for 
orderly productive activity, not only from the angle of its effect in deepening 
the course of business depression, but also from its enduring effects upon 
the financial practices of business concerns in general, growing out of changes 
in the manner in which bank credit will in the future be made available to 
industry and trade. Its correction is one of the foremost problems facing 
the country today, and one to which immediate, serious concern must be 
given. There is no one solution for it, not even through Federal legislation, 
and its rectification will require the combined cooperative endeavor of indus- 
trial and commercial, as well as banking and financial leadership, for several 
years to come. To understand its full importance, we must grasp first the 
inclusiveness of the damming up process and, second, the financial develop- 
ments which operated to bring it about, both from a banking and a business 
point of view. 

The first point to which I wish to call attention is the movement during 
the past three years, of bank credit and corporate security issues, and other 
pertinent trends, such as bank failures, manufacturing failures, manufactur- 
ing production, and wholesale prices, relative to 1929. By considering these 
trends relative to 1929, a very clear-cut view may be obtained of the inclu- 
siveness of the damming up of the flow of capital and credit. Attention is 
particularly directed to the sharp rise in the liabilities of failing manufactur- 
ing concerns, accompanying the spread of banking panic shown by the lia- 
bilities of failing banks and the liquidation of bank credit shown by the bank 
loan and investment trends, and also accompanying the continued downward 
course of production and prices from 1930 on. Naturally, there was a tangled 
group of forces operating to bring about severe business depression ; the 
forces of financial panic constituted only one of the group, but there can be 
no doubt that they played a most important rdle. 


During the period, 1923-1929, profound changes in methods of business 
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finance, and in methods of making bank credit available to industry and trade, 
appear to have had considerable to do with the susceptibility of the banking 
system to the effects of a wavering public confidence in its condition. To 
summarize these changes ; Business was striving to achieve a goal of financial 
self-sufficiency. In doing this, it sought to obtain more and more of its cap- 
ital funds through the securities markets, using mergers and combinations as 
a technical aid in accomplishing its objective. As a consequence, it borrowed 
less, relatively, from banks directly, thereby retarding the growth of all other 
bank loans, which include commercial loans, in relation to other types of bank 
loans. Had there not been a material expansion of consumer loans in this 
period, it is possible that the loans described in bank statements as all other 
loans might not have experienced any considerable upward movement at all. 

Faced with declining demands for credit from business, and possessing 
expanding lending power, banks had to find alternative credit outlets. These 
were discovered in the demand for loans on securities, and in the demand for 
loans on real estate. Loans of this special character made for higher property 
values, which in turn became the incentive for more loans of the same class, 
and gave industry and trade more opportunities to become independent of 
banks. 

While industry and trade, especially large scale industry, was tending to 
grow more and more independent of the banks, they were not actually free- 
ing themselves from the use of bank credit. They were merely having bank 
credit, together with savings and other funds, made available to them indi- 
rectly through consumer, security and real estate loans, without incurring 
any direct responsibility to banks for the repayment of loans. Herein lies 
the root of much of our recent financial difficulty. Banks, broadly speaking, 
were too widely separated from the processes of production and exchange, and 
a large section of business enterprise had too little responsibility to banks. 
Of course, this conclusion is meant relatively to what was the case at an 
earlier period. All economic changes can be judged only in such terms. 

Following the collapse of security prices in 1929, there were indications 
that an important change was taking place in the way bank credit was being 
made available to industry and trade. With demands for bank credit directly 
from business concerns naturally declining and also with reduced demands 
for loans to carry securities, banks increased their investments in industrial 
and other bonds about 16 per cent. With the outbreak of the epidemic of 
banking failures at the end of 1930, they discontinued this type of investment 
and turned to government issues, their Federal Government portfolios increas- 
ing 28 per cent in the next six months. 

This latter shift in investing policy represented an effort on the part 
of banks to improve their liquidity, and did not represent, to any important 
degree, the effects of new government financing. At the same time, it was a 
none too favorable development for the former change in making bank funds 
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available to business through the bond market, for it tended to close one of 
the most important outlets for new non-governmental bond issues, and for 
the liquidation of the bond portfolios of closed banks, and of private investors, 
at a period when other outlets had already been partly closed by the forces 
which were operating to reduce individual incomes of the investing public 
at large. The bond market slowly softened under these adverse circum- 
stances. Because of a succession of unfortunate events abroad, the foreign 
bond list suffered in the first instance more than the rest, though before long 
the whole bond market was thoroughly demoralized. 

During this period banks were becoming more and more subject to 
demands for cash; deposits were being drawn off ; money in circulation was 
increasing ; contraction in bank credit became necessary, involving the wide- 
spread liquidation of bank assets and a consequent further cancellation of 
bank deposits. At first, this involved the contraction of direct loans to in- 
dustry and trade, declining security prices rendering the reduction of security 
loans to customers and of bank investments difficult without sustaining 
losses which banks were reluctant to assume. Later, as international financial 
disturbances and the withdrawal of international balances from New York 
came to accentuate the public distrust of the condition of banks, all bank 
assets except government securities were subject to dramatic liquidation. 
It was at this point that the damming up process so far as capital and credit 
were concerned became virtually complete. It was at this stage, too, that 
President Hoover, with the aid of Congress undertook to check the situation 
with a series of emergency relief measures, the more important of which 
were the creation of the Reconstruction Finance Corporation, for the purpose 
of relieving the tension, directly or indirectly, to which banks and other 
financial institutions were being subjected; and the Glass-Steagall Act, with 
the object of placing the Federal Reserve System in a position to deal more 
aggressively with the surging forces of bank credit liquidation. 

Such momentum had credit liquidation acquired, however, that in spite 
of immediate efforts of the Reconstruction Finance Corporation to provide 
an immense reservoir of emergency funds, for banks and other financial 
institutions, and the open market purchases by the Federal Reserve banks 
of over $1 billion of U. S. Government securities, the tide was only stemmed 
slowly. It was not until the late summer that it seemed to be effectively 
checked. So great was the damage and so extensive the ravages of panic, 
however, that stemming the tide constituted but one feature of the immense 
problems which the credit destruction had created. There remained the 
equally vital questions of reestablishing conditions under which the orderly 
flow of capital and credit would once more redound to the benefit of produc- 
tive activity—and bank deposits would again be freely employed as substitutes 
for cash in effecting exchanges and closing business transactions. i 

Under these conditions, it will be recalled, President Hoover appointed 
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a Central Banking and Industrial Committee, together with subcommittees for 
each Federal Reserve District, composed of distinguished business leaders, to 
cooperate with him in working out an effective reconstruction program. When 
this group of business leaders began their work, they were instantly con- 
fronted with the necessity of having at their disposal information indicating 
the mass experience of business enterprise in recent relations with banks. 
Hence a number of questionnaire surveys were undertaken in various Fed- 
eral Reserve Districts, with the object of assembling such information. At 
the same time, the National Industrial Conference Board was requested to 
undertake a national survey with regard to the experience of industrial con- 
cerns alone, in order to have available a single comprehensive picture, em- 
bracing the principal industrial areas of the whole country. 


Effects of Recent Credit Restriction 


I shall summarize the results of the Conference Board’s inquiry, with 
the hope of contributing to a better understanding of the effects of the recent 
restricted availability of bank credit in industry and trade, and with the hope 
of suggesting the real nature of the issues involved in the reestablishment 
of sound credit conditions. 

It is estimated that approximately 9,000 individual and independent 
concerns received the Conference Board’s questionnaire, and 3,400 classi- 
fiable replies, 38 per cent of the total sent out, were received in response, 
which is a satisfactory proportion as questionnaire surveys go. From the 
standpoint of the distribution of replies by the size of establishment report- 
ing, it is interesting that the number of returns received in various size 
categories accorded somewhat roughly with the distribution of all manufac- 
turing establishments in the country by size class, as given by the United 
States Bureau of the Census for 1929, although with a bias in the direction 
of the large concerns, suggesting that on the whole, the sample could be 
regarded as fairly comprehensive and adequate. The biggest question aris- 
ing with respect to the adequacy of the sample developed from the uncer- 
tainty as to which character of firm reported most willingly, the group which 
had had no credit difficulties, or that to which bank credit had been refused 
or curtailed. In view of the confidential nature of the information requested, 
the conclusion seemed justified that the concerns experiencing bank credit 
difficulties were the most reticent in replying, and that our tabulations with 
respect to them, therefore, were in all probability quite conservative. 

Possibly the most astonishing fact brought out by this survey is that a 
remarkably large section of American industry has been able to carry on 
through extended business depression without experiencing materially har- 
assing credit problems. Out of a total of 3,447 questionnaire returns ana- 
lyzed, mainly from manufacturing and industrial concerns, as many as 
86.5 per cent reported that they had had no bank credit problems. Of these, 





40 THE MANAGEMENT REVIEW 


45 per cent replied that they had had no experience with banks at all, being 
purely bank creditors and not debtors, and financing all their operations out 
of their own capital resources, while the remaining 55 per cent responded 
that they had had no difficulty in obtaining adequate bank credit needed to 
meet legitimate business requirements. These percentages, after more than 
two and a half years of depression, undoubtedly reflect the important post- 
war changes in corporate financial practice, which were directed toward the 
attainment of a large degree of financial self-sufficiency, but which, although 
possibly constituting a tribute to the financial management of American 
industry, undoubtedly had, in the end, most serious banking consequences. 
For example, was not this financial self-sufficiency an important factor in the 
evident scarcity of liquid discountable commercial paper in the possession of 
many banks at the crucial moment? Again, did not this financial self- 
sufficiency accentuate the shifting of deposits from bank to bank and from city 
to city to escape the consequences of bank disaster, although at the same time 
precipitating disaster? 

It is not this group, as a whole, however, which is of primary interest 
in this survey; it is the remaining 13.5 per cent of the concerns replying to 
the questionnaire, that reported either denial or restriction of bank credit 
at a time when their legitimate trade requirements warranted generous ac- 
commodation by banks, at least in their view. This proportion, at first 
glance, seems extraordinarily small, but when it is reckoned on another basis, 
namely, by excluding concerns reporting no credit experience at all with 
banks, it does not remain small. In fact, it becomes more than one fifth 
of the total concerns reporting themselves as users of bank credit, or 22 per 
cent. If the sample is fairly adequate, and one fifth of all industrial firms 
regularly relying on banks in this country have had trouble in the past year 
getting banking accommodation, the credit situation so far as industry and 
trade is concerned has indeed been grave. 

A more extended analysis of this group of replies is obviously war- 
ranted. It is interesting to note the proportion of small concerns as against 
large firms which reported credit difficulty. Arbitrarily considering any 
firm with a capital up to $500,000 as small, from $500,000 to $1,000,000 
as medium-sized, and over $1,000,000 as large and very large, it was found 
that more than four fifths were small, slightly less than one tenth were 
medium-sized, and slightly more than one tenth were large or very large firms. 
In contrast, 60 per cent of all firms reporting dependence on banks for credit 
were small concerns, 13 per cent were medium-sized, and 27 per cent were 
large, judged in the same way. 

The obvious inference from these figures is that the incidence of credit 
restriction has fallen more heavily on the small concern. In fact, between 
one fourth and one third of all small concerns reporting a dependence on 
bank credit indicated difficulty in obtaining accommodation. Place this per- 
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centage side by side with the fact that the vast majority of all manufacturing 
establishments in this country in 1929 were in the group herein classed as 
small, and we have a clue, though only a rough one, to an immediate cause 
of the loss of confidence on the part of the public at large in the condition 
of banks. The aggregate number of business enterprises affected must have 
been large, discounting the competency of this particular sample to the very 
minimum. 

Yet another phase of the survey which is interesting is the question 
whether credit difficulties stand out in any particular industrial area and in 
any particular industrial lines. Credit difficulties were most conspicuous in 
the New York Federal Reserve District, relative both to the total replies and 
the replies indicating banking dependence. They were next most conspicu- 
ous in the Cleveland Federal Reserve District; third in the Chicago area; 
fourth in the Philadelphia District and fifth in the Boston District. While 
these districts accounted for only 39 per cent of the bank failures since 1929, 
virtually 78 per cent of the deposits of failed banks were included by them 
together. 

So far as credit difficulties by industries are concerned, construction lines 
suffered most, as might have been surmised ; lumber and wood products and 
textile lines follow close together ; and then leather, clothing, metal and metal 
products and stone, glass and clay lines in close succession. Except for the 
construction, lumber and wood products and textile industries, the percentage 
of difficulties in every industry named was close to the average for all indus- 
tries, the first named industries having somewhat higher proportions. 


Reasons for Credit Refusal 


The question will arise: Were all of these concerns reporting credit 
refusal or restriction in their recent dealings with banks really entitled to 
anything other than the treatment they received? The attempt was made to 
analyze exhaustively the returns registering complaints against banks to find 
an answer to this question because it was evident from the reasons offered 
for the credit difficulties that most firms placed the blame for their troubles 
on the banks. To be more precise, almost two thirds ascribed the basis of 
credit refusal either to the condition of the bank, or the policy of the bank, 
and two thirds of these to banking policy. Such percentages suggest the 
existence, with due allowance for bias, of a widespread antipathy toward 
banks, however correct they may be as reflective of the actual basis of credit 
difficulties. 

It would be neither wise nor fair to rest content with opinions of 
concerns reporting difficulties, so a number of separate tabulations were made 
to throw as much light as possible on the problem from a more realistic 
banking point of view, because after all the banker is lending, for the most 
part, other people’s money and he must exercise all due caution and care. 
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From this point of view, it was thought that the credit standing of the firms 
reporting credit difficulties in their respective trades would be suggestive. 
Accordingly, the standard credit ratings of R. G. Dun and Company were 
recorded, where available, for all firms reporting credit trouble. It is inter- 
esting that in 60 per cent of the cases the firms were rated as fair or better, 
and in 50 per cent good or better; this assumes that the firms which could 
not be rated fell mainly in the limited rating group. These ratings were 
based on those made available in August, so they reflected a trade credit 
condition for the most part subsequent to the occurrence of bank credit 
refusal or restriction. They are suggestive, though not conclusive evidence, 
of a fairly high credit character on the part of the complaining concerns. 
Pursuing this strictly banking point of view further on the basis of the 
information available, the effort was made to discover whether, under theo- 
retical standards of bank credit extension, these firms were really in the 
market for commercial bank credit at all. In most of the cases where suffi- 
cient information was at hand to judge, it was found it was not bank credit 
which was really involved or required, but intermediate term credit running 
for more than a year, and in some instances new equity capital rather than 
either short or intermediate term credit was apparently needed. In addition, 
I5 per cent of the cases needed extended seasonal credit, which necessarily 
has a longer maturity than ideal bank credit. In only a few cases was the 


loan desired to finance a specific business transaction, most concerns seeking 
a general replenishment of working capital resources. In only a few cases, 
too, was high grade commercial paper apparently available as collateral secur- 
ity. Finally, in only one fourth of the cases where sufficient information was 
available to judge, could it be concluded that under other and more normal 
circumstances would the extension of new bank credit or the continuance of 
existing credit lines have been ideally warranted. 


What Does the Future Hold? 


While this speaks darkly for these instances of credit refusal or restric- 
tion, a moment’s reflection will confirm that the cases cannot be ignored for 
that reason. American banking practice has digressed often in the past from 
banking practice which conforms to what is here conceived as theoretically 
ideal. In fact, it has all too frequently extended intermediate term credit to 
industry and trade, or granted such credit when equity capital was needed in 
reality, especially to small concerns, which typically have leaned more heavily 
on banks than establishments of larger size. Moreover, in the present in- 
stance, after almost three years of progressively more severe depression 
resulting in the dissipation of working capital resources, these were doubt- 
less the main credit needs and probably will remain so for some time. For 
banks to close their doors on credit requirements of this nature, after industry 
and trade of a certain class have come to depend on banks for such credit 
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and traditionally have gotten it from them, is to create a most difficult 
problem, the solution of which may be critical for economic recovery. 

This brief review has by no means exhausted the pertinent facts uncov- 
ered by this survey, but it has outlined the main features.* Granting that 
the national emergency measures taken this year have effectively stemmed 
the tide of banking panic, it should be clear that there remain a number of 
profoundly important issues so far as the capital and credit problems of 
American industry and trade are concerned. With the banking system en- 
dowed for the first time since the beginning of the depression with impres- 
sively large excess reserves, there is the question in the first place as to how 
these reserves are going to be made available on an extensive scale to produc- 
tion and exchange, after the shocks which the banker himself has sustained 
with respect to his previous banking practices and the shattering of his credit 
relations with customers. From the industrial and commercial point of view, 
there is the issue as to how large enterprise is going to be able to tap bank 
credit resources in the future in view of the recent contraction of bank loans 
on securities and bank investments, and in view of business’s own credit 
practices with respect to the use of the open account with discount for cash. 
In other words, the whole question of the future of corporate financial self- 
sufficiency with its indirect tapping of bank credit resources through the 
securities markets is raised. Finally and perhaps more important for the 
immediate future, there remains the question of the industrial concerns whose 
working capital resources have been seriously depleted in the past three years. 
Shall such concerns, primarily small, be generally left to face the rigors of 
post-panic competition unaided by bank credit facilities, because of widely 
revised standards of banking practice and because no specialized banking 
institutions for extending intermediate term credit exist? Or shall some 
steps be taken, either by private financial enterprise or the Federal Govern- 
ment to provide them on a one to five year basis with new working capital 
resources to replenish those exhausted by severe economic depression? 

1The complete results of the survey have been hed in “Th of Bank Credit,” 
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National Industrial Conference Board, Inc., New York, N. Y., 1932. The paw & of the replies 
received was entrusted to Dr. Young and assistants of the Conference Board’s Research Staff. 
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1933 . 

The year 1933 is likely to be a year of 
adjustment in many lines, mostly a year of 
liquidations, internationally, nationally, lo- 
cally. It will be a year of many uncer- 
tainties which must be faced realistically. 
The outcome depends upon the good sense 
and. faith in the future of the American 
people which, after all, are things to be 
counted upon. American Bankers Associa- 
tion Journal, January, 1933, p. 18:3. 


Planning and Budgeting During the 
Depression 

Wide fluctuations in business volume 
and prices make budgeting a difficult prob- 
jem. The director of budgets of the 
Worthington Pump & Machinery Corpora- 
tion describes a plan under which changes 
in volume are taken care of by a variable 
budget of expenses while reductions in 
sales prices are met by salary and wage 
cuts, the doubling up of duties, the aban- 
donment of certain routines and the intro- 
duction of short-time employment. By 
F. Klein. The Iron Age, Jan. 19, 1938, 
p. 130:2. 


Hindsight 

In a review of the disturbing series of 
world events that have been spread before 
us since the outbreak of the Great War, 
Mr. Lamont lays stress upon the fact that 
most of our troubles have been due to the 
War, its prodigious losses, its repercus- 
sions, its dislocations, its unsettlement of 
morale, including speculative orgies and 
the unwisdom of man who permitted that 
war. Our primary remedy for present 
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difficulties is not in the change of economic 
systems, Mr. Lamont maintains. It con- 
sists in an enlightened public opinion which 
will demand of our rulers that they seek 
peace, economic as well as political, and 
pursue it. By Thomas W. Lamont. Credit 
and Financial Management, January, 1933, 
p. 8:4, 
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Pay Debts with Commodities 
A suggestion for relieving agriculture, 


_ especially cotton growers, by the acceptance 


of payment in kind for obligations, debts 
and taxes, from the producers. By Hon. 
George R. James. National Sphere, Janu- 
ary, 1933, p. 13:2. 


The Preparation of a Forecast at a 
Manufacturing Concern 


The procedure in projecting future rates 
of industrial activity at the Dennison 
Manufacturing Company has been along a 
somewhat interwoven pattern. It includes 
consideration of what are popularly con- 
sidered as basic business barometers; the 
rise and fall of the rate at which the 
wheels of various industries move; and at- 
tempts to understand the vagaries of that 
somewhat nebulous something called “busi- 
ness sentiment”; a study of the economic 
and business history of past periods and 
former cycles to gather just what mean- 
ing they may have for the present period; 
and a comparison and modification of the 
economist’s own views thus obtained, with 
the oral and written expression of opinion 
of fellow-workers along such lines in other 
manufacturing concerns, financial institu- 
tions and paid economic services. Re- 
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liance is not placed on any one type of 
technique in approaching the work, but 
rather upon a medley of techniques. 

The conclusion is made that the intelli- 
gent and planned operation of industry of 
the present and of the future must be based 
on a master planning of the production, 
marketing and financial phases, which, in 
turn, depend on the sales volume of the 
individual concern, which again is asso- 
ciated with the rise and fall of the cyclical 
position of the business of the country and 
world. By Carl E. Jones. Industry, Jan. 
14, 1933, p. 5:3. — 


Business Beacons 


Trade associations are beacons to lead 
industry from depression through its own 
efforts not through governmental super- 
vision, is the belief of the president of the 
Oklahoma Gas and Electric Company. 
Associations as they are managed by oper- 
ating officials in business and industry can 
attain far more efficient results than any 
government bureau ever could, he main- 
tains. 

“T believe that the best thing that could 
happen to our country would be an un- 
precedented growth in the development and 


expansion of business and trade associa- 
tions during the next five years. Proper 
coordination of the activities of various 
associations, which is easily possible, offers 
a far sounder basis for business progress 
than any national planning commission 
could possibly offer,” he says. An inter- 
view by Chester H. McCall with J. F. 
Owens. Credit and Financial Manage- 
ment, January, 1933, p. 18:4. 


Solving Management Problems in a 
Small Company 

A delineation of the unique management 
methods and concepts to which the existing 
cordial employer-employee relationship of 
Van Cleef Brothers, as well as the suc- 
cess of the company in its 22 years of ex- 
istence have been attributed. The con- 
ference method for discussion of problems 
and the making of plans to solve them, by 
the members of the firm and department 
heads either all together or in groups, 
plays an important part in the effective 
smooth-running, intelligent management of 
this small company. Programs are dis- 
cussed. By Noah Van Cleef. Executives 
Service Bulletin, January, 1933, p. 3:2. 


FINANCIAL MANAGEMENT 


A Comparison of the Ratios of Success- 
ful Industrial Enterprises with 
Those of Failed Companies 
The ratios of 19 representative, success- 
ful industrial enterprises in various indus- 
tries with those of 19 representative, in- 
dustrial failures in the corresponding in- 
dustries for the same period are compared. 
In every case, the majority of the success- 
ful companies’ ratios were satisfactory. Be- 
sides, in a number of instances, all the 
ratios were favorable. This, however, 
was not true for the failed concerns. In 
every case, they had a number of unfavor- 

able ratios. 
Ratios are important tools in ascertain- 
ing significant relationships of business 


facts. The author does not advocate that 
they are absolute indicators of impending 
financial difficulties. They are, indeed, 
helpful clues to be made the subject for 
further investigation. They are, also, tests 
of business health. By Paul J. Fitzpatrick. 
Reprinted from the October, November 
and December, 1932, issues of The Certi- 
fied Public Accountant. 21 pages. 


Uniform Cost Accounting 
Uniform cost accounting is essentially a 
cooperative undertaking, since the scope 
and field of application of a uniform cost 
accounting system is for all the members 
of a given industry rather than only for 
an individual company. Such a coopera- 
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tive undertaking, to be of any effect, must 
be developed and carried on by one central 
impartial organization representing the 
whole industry and retaining the confidence 
of each individual member. 


Experience in America has shown that 
the trade association of each industry is 
the only organization which can adequately 
undertake the development of uniform cost 
accounting. This is because the associa- 
tion not only is impartial in its dealings 
with each member but is closely in touch 
with all the various technical and other 
phases of the industry it represents and 
whose best interests it promotes. Self- 
education of an industry is required as to 
the importance of uniform cost accounting 
for its full development and it is here that 
the trade association can render a unique 
service. By G. A. Ware. Proceedings of 
the Fifth International Congress for Scien- 
tific Management, Amsterdam, July, 1932, 
p. 1-1:13. 


What’'ll We Use for Money? 


To the eternal question, “What shall 
we use for money?”, after three years of 
bank credit deflation, dozens of American 
communities are devising their own answer 
by direct action. Barter-now movements 
and home-made currency are offered as 
answers by communities seeking to com- 
pensate for contraction of bank credit, off- 
set municipal difficulties, and provide un- 
employment relief. Altogether about 140 
barter-exchanges are operating in 29 
states. 

“Stamped money,” which is essentially 
scrip made automatically self-retiring by 
a sales tax, is becoming the favorite form 
of local scrip. The tax is collected each 
time the piece of scrip is used by requir- 
ing that a stamp bought from the sponsor- 
ing organization or local government be 
put on it by the user when he buys some- 
thing with it. In this way enough regular 
money is collected as the scrip circulates to 
retire it after a certain period, or a cer- 
tain number of turnovers. The chief ad- 
vantages claimed for it are that it stimu- 
lates spending and retail trade, especially 
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where a time limit is imposed on each turn- 
over and where it will be taken only for 
purchases amounting to the full face value ; 
secondly, that as an automatic sales tax 
it affords a means of relief from heavy 
real estate taxation for unemployment re- 
lief purposes and distributes tax payments 
throughout the year. 

A partial list of places in which various 
forms of barter-exchange or local scrip 
have been or are being used, or where pro- 
posals are under consideration, includes 
Seattle, Portland, Ore., Salt Lake City, 
Los Angeles, Dayton, O., Pittsburgh, Den- 
ver, Minneapolis, Houston, Tex., Evans- 
ton, Bloomington, Decatur, Des Plaines, 
and Park Ridge, Ill., Oklahoma City, At- 
lanta, Yellow Springs, O., St. Paul, sec- 
tions of New York City, White Plains and 
Nyack, N. Y., and Hawarden, Ia. The 
Business Week, Jan. 11, 1933, p. 10:2. 


Banks Do Not Fail in Other Countries 


There were no bank failures in sorely 
pressed England during this depression. 
There were none in Canada which is sub- 
ject to many of the same influences as we 
are. Yet 5,500 banks suspended in this 
country in the last four years. 

Branch banking seems to go hand in 
hand with immunity from failure, the au- 
thor contends. The United States can and 
probably will find a happy mean in region- 
ally restricted branch bank systems, sys- 
tems large enough and strong enough and 
sufficiently diversified in patronage to 
weather any storm provided they are 
soundly managed. But he says that with 
branch banking, there must come not only 
more rigid banking statutes but greater 
powers of public supervision and control. 
By Theodore M. Knappen. The Magazine 
of Wall Street, Jan. 7, 1933, p. 316:5. 


The Financial Status of Small 
Borrowers 

Information regarding the incomes and 

property of persons who borrow from the 

small loan departments of banks is pre- 

sented in this article. The more modern 

theory applicable both to loans in the small 
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loan department and to larger advances 
is that the ability of the borrower to re- 
pay must be first considered, his colla- 
teral second. A loan made with the be- 
lief that the borrower will never be able 
to redeem his collateral places the bank 
in the position of a speculator. By How- 
ard Wright Haines. The Bankers Maga- 
zine, January, 1933, p. 23:17. 


The General-Sales Tax Reconsidered 

Apparently the nation may expect new 
levies of some sort, and the passage of a 
manufacturers’ sales tax, which was im- 
possible during the last session of Con- 
gress, looms as a possibility in the pres- 
ent or the next session. 

In this article will be found a discussion 
of the general-sales tax both as used in 
some of the States and in countries abroad. 
The author draws the following conclu- 
sion: “The réle of the general-sales tax 
in modern fiscal systems has been that of 
a supplementary revenue, imposed in addi- 


Insurance* 


Experience Rating of Fire Risks 
Experience rating in fire insurance is 
a subject that has long been discussed, but 
has actually received little recognition ex- 
cept collectively, in the rating formulas 
which are based almost wholly on the phy- 
sical factors of construction, occupancy, 
exposure, etc. Since the first principle of 
underwriting, as well as law, is that it is 
the people and not the property that is in- 
sured, it is logical to give greater consid- 
eration to the moral hazard and experience 
in the rate make-up, carried down to the 
individual risk. The Eastern Underwriter, 

Dec. 16, 1932, p. 16. d 


Limit of Liability Clauses 
Numerous clauses are found in fire in- 
surance policies which modify the apparent 
protection, for example, the exclusion 
clause is very generally used and in many 
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tion to income, property, inheritance, and 
selected-sales taxes. Its great advantage 
is its productivity. It is also practicable 
in administration. Its inherent weaknesses 
are its unequal and undesirable reactions 
on business and consumers. In ordinary 
times, selected-sales taxes will yield ade- 
quate revenues from consumption, and 
they offer advantages in administration 
and in burdens as compared with a general- 
sales tax, for a few industries may be 
carefully chosen and most of the neces- 
sities of life may be exempted. The net- 
income tax is more in harmony with ability 
to pay than a general-sales tax; it is not 
shifted, and therefore avoids the readjust- 
ments in business involved in shifting; it 
is productive; and, finally, it is practicable. 
But in periods of business depression or 
fiscal distress, a general-sales tax may be 
imperative to gather in large revenues 
from multitudinous sources that cannot be 
collected in any other manner.” By 
Alfred G. Buehler. Barron’s, Dec. 26, 
1932, p. 3:2. 


varied forms. The purpose is to make pos- 
sible the insuring of limited interests, lo- 
cations, or property separate and apart 
from others, or to exempt certain subjects 
from coverage. There is much confusion 
about the liability to be assumed by various 
policies when both specific and blanket 
covers are used on the same units of prop- 
erty or portions of them. 


Apportionment clauses indicate the man- 
ner of distributing the loss among the vari- 
ous insurers. Where the contracts are not 
alike in their terms, there can be no fixed 
rule for their treatment, because there is 
no common basis. Expansion of business 
and development of activities increase the 
divergence in insurance contracts, and 
likewise render more difficult the problem 
of establishing a basis on which to com- 
pute each company’s share of the loss. 


Courts. have agreed upon one requisite 


* Insurance abstracts are contributed by P. D. Berrerrey, Assistant T. , Graton & Knight 
Co.; Vice-Presi in Charge of Insurance Division, American Wasioiaem J ‘Aunolietion. 
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of any method of apportionment: It must 
grant the insured’s protection to the full 
extent of rights under the policy; but what 
are those rights? The Eastern Under- 
writer, Dec. 30, 1932, p. 21. 

The A. M. A. Insurance Division has 
always advocated open forum discussion 
of such problems and has urged buyers to 
study proposed contracts. Basic contract 
features should be standardized as far as 
possible, but the application of insurance 
to fit individual needs, calls for some 
modifications. Careful study of an insur- 
ance policy in anticipation of a loss will 
result in better protection and less con- 
troversies.—Ed. 


Operation of Unemployment-Benefit 
Plans in the United States During 
1931 and 1932 


Company and trade-union plans for the 
payment of unemployment benefits have 
been affected severely by the depression. 
A recent study by the Bureau of Labor 
Statistics of the experience of the funds 
since the spring of 1931, when a similar 
study was made, discloses that in most in- 
stances the funds have been maintained 
with the greatest difficulty and in several 
instances have had to be given up or sus- 
pended. However, in spite of the fact that 
the lowered incomes of the funds have not 
permitted the payment of benefits adequate 
to the needs of the beneficiaries, the funds 
are generally considered to have been of 
very great assistance and there is a gen- 
eral desire to keep them in operation. 
Monthly Labor Review, December, 1932, 
p. 1225 :27. 


Conversion of Life Insurance Equity 
Into an Annuity 

To make more effective the old age pro- 
tection of the individual policyholder, the 
Equitable Life Assurance Society will per- 
mit individuals between 50 and 70 years of 
age to convert the cash equity of a policy 
five years in force into an annuity either 
on a refund or life annuity basis. It is 
pointed out that this additional option 
makes the insurance policy of much greater 


value to the insured for it will furnish 
both the immediate family protection and 
a means of ultimately obtaining an old 
age income. A table of monthly payments 
is appended. The Eastern Underwriter, 
Dec. 16, 1932, p. 1. 


Measures to Alleviate Unemployment in 
Connecticut 

A report to Wilbur L. Cross from the 

Connecticut Unemployment Commission, 
December, 1932. 205 pages. 


Report of the Ohio Commission on Un- 
employment Insurance 
Conclusions and recommended bill. Ohio 
Commission on Unemployment Insurance, 
November, 1932. 99 pages. 


Insurance Teachers’ Association 


What may prove to be one of the most 
constructive developments in insurance 
education in this country, was the forma- 
tion of the American Association of Uni- 
versity Teachers of Insurance, recently, at 
Cincinnati. The importance of courses on 
insurance is recognized and the society’s 
objective is a stimulation of interest in edu- 
cational circles as to insurance and a 
broader knowledge of the fundamental 
necessity and uses of insurance among the 
general public. 

It will encourage research and provide 
an open forum for scientific discussion, but 
the organization will refrain from taking 
any position on any insurance problem. 
Its purpose is to publish such material as 
would seem appropriate and to cooperate 
with other American organizations in- 
terested in insurance education. Dr. S. S. 
Huebner is the President. The Eastern 
Underwriter, Jan. 13, 1933, p. 1. 


Unemployment Insurance and Public 
Assistance 

This article considers the relative ad- 
vantages and disadvantages of unemploy- 
ment insurance and public assistance, in 
providing relief for the able-bodied unem- 
ployed; the conclusion is drawn that the 
balance of advantage is heavily on the side 
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of unemployment insurance. Above all, 
the author maintains that unemployment 
is a national problem and that measures 
taken to diminish it or to mitigate its con- 
sequences should also be taken nationally. 
But the experience of the last twelve years 
in all countries with an unemployment in- 
surance scheme has been that unemploy- 
ment insurance by itself is not adequate to 
meet the needs of the case, and in conse- 
quence these schemes have been extended 
so far that the border line between insur- 
ance and relief has become blurred. Mr. 
Cohen suggests, therefore, that it may be 
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better to do away with the distinction be- 
tween insurance and relief schemes, and to 
institute a general maintenance scheme 
which would provide on a national basis 
for all the able-bodied unemployed. By 
Joseph L. Cohen. International Labour 
Review, December, 1932, p. 777 :20. 


The Insurance of Titles to Property 


Types of insurable risks, the basis for 
insurance costs, attitude of the courts. By 
James G. Smith. The Journal of Land & 
Public Utility Economics, November, 1932, 
p. 337:10. 


Organization: Job Analysis, Employment, Pay, Tests 


Survey of Salary Incentive Plans 


Section I of this survey outlines the 
trends in Executive and Employee Com- 
pensation. It covers the following: The 
experience of 17 companies with profit- 
participation through stock ownership; 
changes contemplated by those who have 
had unfortunate experience; how employ- 
ees may be protected against market drops ; 
the Insull situation; new developments in 
pay-incentive plans; how the Westing- 
house plan operates; dangers in profit- 
sharing plans made to meet present con- 
ditions based on 1922-1926 experience. 

Section II, The Compensation of the 
Active Head of the Business, covers: 
Basis used by 300 companies in arriving 
at a fair remuneration for officers; atti- 
tude of the U. S. Treasury Department 
on salaries paid to the management; the 
General Motors plan and how it has 
worked out under recent conditions; man- 
agement bonus plans in use, according to 
lines of business, size of business, stock 
interest of management; experience with 
Management bonus plans when earnings 
decline. 

Section X, Recent Cases Involving Em- 
ployment Contracts, presents a digest of 
important cases in which former employ- 


ees have sued a corporation or partner- 
ship for breach of contract. A summary 
of conditions under which contracts may 
be annulled by either party is included; 
opinions as to the value of time contracts 
with employees are cited; common law 
rights of employee which employer must 
recognize are also considered. 

The remaining seven releases of this ten- 
part survey will be issued soon. Darinell 
Corporation, 1932. 59 pages. 


Essentials of a Rational System of 
Promotion 

Promotion is a dual problem of selec- 
tion and of utilizing a major reward as 
an incentive to effort. Rational selection 
for promotion involves studying the par- 
ticular position before considering indi- 
vidual candidates, and analyzing, in doing 
so, not so much what the job is now but 
what it should be made into; not only the 
duties of the job, but what qualities the 
fulfillment of these duties will call for; 
not only the qualities needed at the start, 
but also in the long run. Qualities which 
the candidate must bring to the job must 
be distinguished from those he can de- 
velop on the job. 

In determining the relative fitness of 
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candidates, data obtained by aptitude test- 
ing and interviewing are usually of sec- 
ondary importance to the evidence pro- 
vided by the candidate’s performance on 
the job. Because judgment in promoting 
must be to a large extent subjective, and 
must be exercised by superiors who have 
been close to the candidate in his work, 
the promoting power—especially in large 
concerns—should be carefully safeguarded 
from abuse by some system of review. 

The extent to which promotion is a 
wholesome incentive depends primarily 
upon how fully employees believe that 
promoting has been free from favoritism 
and has given full weight to past per- 
formance. In any individual instance, the 
danger of employee misunderstanding is 
reduced by the absence of secretiveness and 
hurry, and especially by the extent to 
which promotions have beén wisely made 
in the past. By Elliott Dunlap Smith. 
Proceedings of the Fifth International 
Congress for Scientific Management, Ams- 
terdam, July, 1932, p. 5-1:12. \ 


The Supervisory Organization—Today 
and Tomorrow 

A discussion of some of the fundamental 
economic elements which are likely to be 
determining factors in our industrial de- 
velopment in the next few years, of the im- 
portance of a program for the supervisory 
and staff organization which is in line 
with these general trends. The major 
sources of material for that organization 
are indicated. Emphasis is placed on the 
need for careful study of the selection, 





training and development processes. By 
General R. I. Rees. Report of the Meet- 
ing of Industrial Relations Association of 
Chicago, Nov. 7, 1932. 13 pages. 


Characteristic Traits That Mark the 
Executive Leader 

Hundreds of American business execu- 
tives passed under the psychological mi- 
croscope in the Colgate Psychological 
Laboratory during a recent survey of ex- 
ecutive traits. 

It was found that there are certain 
unmistakable executive traits that all out- 
standing executives appear to possess, and 
that it is these traits which make them the 
keen, efficient managers and directors they 
are. 

Literature, it seems, is all wrong in the 
way it has portrayed notable executive 
leaders. This psychological microscope 
indicated that it is not the noble, humane 
or pleasing personal qualities that make 
the leader. On the contrary, about half 
the successful executives studied had a 
noticeable dislike of their associates, had 
man-size tempers, did not know or care 
much about the home conditions or trou- 
bles of their employees, were argumenta- 
tive and inclined to fly off the handle, and 
by no means the type that invites others 
to come to them for confidential, helpful 
advice. Likewise, the strong executive 
bragged more, was inclined to be vulgar, 
was more likely to interrupt others and 
wasn’t possessed in any marked degree of 
the well-known “smooth as silk” person- 
ality. By Donald A. Laird. The Office 
Economist, January-February, 1933, p. 3:3. 


Records: Forms, Charts, Cards, Files, Statistics 


What May and May Not Be Done with 
Third-Class Mail 

A discussion of the possibilities, limi- 
tations, etc., of this type of mailing with 
special reference to printed matter or 
“communications” mailed third class. By 
E. B. Weiss. Printers’ Ink Monthly, De- 
cember, 1932, p. 54:3. 


Purchasing and Stock Records That 
Show Maximum Information with 
Minimum Effort 

A system of simplified records for rigid 
inventory control, in use at Hall Brothers 
for the past five years is described by the 
company’s purchasing agent. Two forms 
are used to record complete data as to 
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material ordered, shipped, transferred 
from one location to another, and used; 
a third form is used when stock is to be 
moved from one location to another; a 
fourth is for the daily report of the stock 
clerk to the control clerk. These four 
forms are explained in some detail, and 
illustrated. By P. B. Sisa. Management 
Methods, January, 1933, p. 21:3. 


The Strictly Private File 


A filing system for handling confidential 
matter such as reports on operating earn- 
ings and other vital statistics, payroll re- 
ports, letters pertaining to employment 
contracts, bonus agreements, etc., which 
one executive in every organization usually 
has in his care, is explained. These points 
are made: 

1. Files must be so indexed that no one 
without knowledge of the key can pry into 
the private nature of the files. 

2. Filing key must be simple and prac- 
tical. 
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3. System must be flexible enough to 
permit of unlimited expansion without 
necessity of revising filing key. 

4. Not only must individual branch cor- 
respondence be properly segregated, but 
provision must be made for general cor- 
respondence with all branches. 

5. Filing system must be such that ex- 
ecutive can quickly find a file or letter 
himself in the absence of his secretary. 
By Farris L. Morton. The Office 
Economist, January-February, 1933, p. 8:2. 


Charts and Their Use in Purchasing 


A discussion of the purpose, essential 
features, types, make-up and uses of vari- 
ous kinds of charts. The uses of charts 
in a purchasing department are classified 
under the headings, records, control, market 
and material study, forecasting and calcu- 
lating. Some practical applications in pur- 
chasing are considered. A few charts are 
illustrated. By L. H. D. Acland. Indus- 
trial Welfare, November, 1932, p. 543:5; 
December, 1932, p. 585:4. 


PRODUCTION MANAGEMENT 


General: Promotion, Organization, Policy, Development 


Facts and Figures of the Automobile 
Industry 

This booklet presents data on raw ma- 
terial purchases by the motor industry, 
automotive employment by states, farm use 
of motor vehicles, highway development and 
financing, analysis of retail markets, taxa- 
tion, registrations, production, motor truck 
use, automotive shipments on railroads and 
facts on the foreign market, for the cal- 
endar year 1931. National Automobile 
Chamber of Commerce, 1932. 96 pages. 


How a Planning Department Was 
Organized 

Though the British firm considered in 
this article manufactured small appliances 
in mass production, many sales were lost 
through deliveries being late. Some com- 
Ponent parts were overstocked and some 
were continuously short of production re- 


quirements. Some machinists were period- 
ically idle, some were constantly harassed 
by heavy demands to make up shortages. 
Progress did not balance. This article de- 
scribes a simple planning department which 
balanced production, increased output 15 
per cent, improved the quality of work and 
released capital locked up in surplus stock. 
By Wallace Clark. oem. November, 
1932, p. 23:2. 


Operating Results of Manufacturing 
Plants in Minnesota, 1926-1930 

This monograph presents statistical in- 
formation on the operations of manufac- 
turing industries in this region with the 
aim of helping to ascertain how industrial 
changes are affecting the volume and char- 
acter of unemployment, and to determine 
what changes may be made in business or- 
ganization and management that would help 
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to stabilize the conditions of employment 
in Minnesota plants. By George Filipetti, 
William Dachtler and Judson Burnett. 
Bulletin of the Employment Stabilization 
Research Institute, University of Minne- 
sota, Vol. 1, No. 7, December, 1932. 101 
pages. 


Baking Costs 

In this paper, there is an explanation of 
the accounting system and procedures of a 
baking company. The entire system uti- 
lized is one based principally upon direct 
entry to the general ledger, subsidiary and 
analytical statements necessary to sub- 
stantiate the entry proper. By J. H. Mid- 
dieton. N. A. C. A. Bulletin, Jan. 15, 1933, 
Sec. I, p. 759:18. 


Don’t Blame the Depression! 
There are two ways to run a business: 
1. Let things happen; then adjust to fit 
events. 2. Forecast possibilities; then 
mold events to get the results you want. 
Examination of organization will help to 


Plant: Location, Lighting, Heating, 


They Invested $250,000 to Save a 
Million! 


In 1931 the Phoenix Hosiery Company 
lost more than a million dollars. It found 
itself faced with the probability of a long 
period of severe price competition, aggra- 
vated by over-production for sale at any 
price, caused by the entry of new producers, 
many of whom had purchased hosiery 
plants for a song. 

The company decided to make at once 
the expenditures necessary to enable it to 
produce at the low cost called for by the 
market. Although over a quarter of a 
million dollars were spent in improvements 
during the first nine months of 1932, a 
saving of over $1,200,000 a year has been 
made in manufacturing and distributing ex- 
pense. The loss of the previous year has 
been almost wiped out. At the same time 
the cash and liquid position of the company 
has been further improved. 
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increase returns on present investments, 
both in plant and personnel. 

Management often lacks certain organi- 
zation facilities which will permit desired 
results. This article presents a study of 
the main essentials and their arrangement 
in manufacturing industries in order that 
a complete program of synchronized con- 
trols for stabilization and coordination may 
be administered successfully. A series of 
charts complements the text. By F. B. Cal- 
houn. Factory and Industrial Management, 
January, 1933, p. 16:3. 


Profit Control for Manufacturing Jew- 
elers and Silversmiths 

The jewelry industry, along with many 
others, has been showing an unsatisfactory 
profit condition in recent years. One of 
the chief reasons for this is a widespread 
neglect of consideration of several cost 
items. Some of the principles involved 
in an adequate control of costs incurred by 
the manufacturing jeweler are discussed. 
By James V. Toner. N. A. C. A. Bulletin, 
Dec. 1, 1932, p. 511:11. 


Ventilation 


The program worked out called for a 
comprehensive overhauling of the entire 
organization, both plant and personnel. 
The program and the results of its appli- 
cation are explained. By H. P. Dutton. 
Factory and Industrial Management, Jan- 
uary, 1933, p. 1:3. 


Accounting for Maintenance 


Just as executives have awakened to the 
fact that accounting departments are bu- 
reaus of valuable information, so factory 
superintendents have learned the impor- 
tance of proper plant maintenance. 

The best plan is to distribute maintenance 
department burden monthly on the basis of 
an hourly rate. It should be the purpose 
of any plan of distribution to keep repair 
costs uniform, giving foremen as much in- 
ducement as possible to lower this ex- 
pense. By Charles L. Hill. N. A. C. A. 
Bulletin, Jan. 1, 1933, Sec. I, p. 705:7. 
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Industrial Economics: Labor and Capital, Legislation, Wage Theory, 


Immigration 


The Displacement of Workers Through 
Increases in Efficiency and Their 
Absorption by Industry 

The analysis described in this article was 
undertaken in an attempt to devise a sta- 
tistical procedure which would afford an 
approximate measure of two of the more 
important types of unemployment fluctua- 
tions; those due principally to changes in 
the physical volume of output, and those 
which can be ascribed chiefly to changes 
in technological and managerial efficiency. 

An inspection of the data submitted re- 
veals the following: the index of output 
per man-hour indicates clearly the pressure 
which is exerted upon the productive ap- 
paratus to bring about greater efficiency 
in periods of business depression and the 
intensified competitive conditions that go 
with it. Link relatives of the indexes of 
employment and the indexes of physical 
production reveal that increases in the 
volume of production are accompanied by 
less than proportionate increases in employ- 
ment while a decline in the volume of pro- 
duction is followed by a more than propor- 
tionate drop in employment. The general 
tendency in the physical volume of output 
during the period 1922-1929 seems tu have 


Training and Education: Schools, 
Publications, Bulletin Boards 


Education in Manufacturing Industries 

One of the outstanding developments in 
American industry in recent years is in- 
creased emphasis by management upon edu- 
cation and training of the personnel of its 
organization, particularly education in man- 
agement for members of the junior execu- 
tive staff and in connection with the devel- 
opment of young men of potential worth for 
future executive responsibilities. 

In this discussion of program organiza- 
tion, by the Director of General Motors 
Institute of Technology, outlines are given 
of special features of representative Ameri- 


been such as to absorb the great majority 
of the workers displaced as a result of in- 
creased productivity. By David Weintraub. 
Journal of the American Statistical Asso- 
ciation, December, 1932, p. 383:18. 


Steps Toward Recovery 

A series of addresses and papers pre- 
sented at the Annual Meeting of the Acad- 
emy of Political Science, November 18, 
1932. They include: Federal Reserve Pol- 
icy and the Problem of Fugitive Gold, by 
Henry A. E. Chandler; The Structure of 
the Banking System, by Pierre Jay; Inter- 
national Monetary Problems, by Robert H. 
Brand; The Problem of Unemployment, by 
Leo Wolman; The Agricultural Problem, 
by Frederick E. Murphy; Tariffs and 
Trade Barriers in Relation to International 
Trade, by George B. Roorbach; Primary 
Steps for Banking Reform, by Thomas 
W. Lamont; World Agriculture and Dis- 
armament, by Viscount Astor; Steps 
Toward Recovery, by Silas H. Strawn; 
Steps Toward Recovery, by Sir Arthur 
Salter. Edited by Parker Thomas Moon. 
Proceedings of the Academy of Political 
Science, January, 1933. 135 pages. 


Libraries, Apprenticeship, Employee 


can programs including those of the Den- 
nison Manufacturing Company, Studebaker 
Corporation, General Motors Corporation, 
American Telephone and Telegraph Com- 
pany, Swift and Company, DuPont Cello- 
phane Company, Commonwealth Edison 
Company, and Eastman Kodak Company. 

That the results have been constructive 
is the judgment of managing executives. 
In some cases concrete results are reported, 
but in general, while recognized as valu- 
able, they are considered intangible in char- 
acter. Subjecting the functioning of the 
program and its results to the test of ob- 
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jective or concrete methods of measure- 
ment presents a possible method of effect- 
ing improvement in the future. By Albert 
Sobey. Proceedings of the Fifth Inter- 
national Congress for Scientific Manage- 
ment, Amsterdam, July, 1932, p. 6-4:18. 


Some Whys and Hows of Foremen 
Training in Industry 

The development of economical activities, 
the ever increasing division of labor and 
specialization of individual work conduce, 
in industrial enterprises, to the creation of 
new auxiliary activities. One of them is 
the training of employees at the plant, with 
its component, training of foremen. 

The aim of training foremen is to make 
them capable to accomplish satisfactorily 
and with a view to greatest economy the 
tasks entrusted to them. It consists of: 
1. The selection of able people; 2. The 
actual training. 

Selection is operated by: 1. Psychological 
tests; 2. By following up for years their 
work, way of acting and behavior. 


The training system depends on local 
conditions and factors. Most successful are 
carefully prepared special courses combin- 
ing the study of suitable text-books and 
manuals, lectures accompanied by pictures 
and films, debates, practical exercises, home 
tasks, etc. 

A special organ should take care of the 
training—an expert instructor or a train- 
ing department. By Josef Voprsal. Pro- 
ceedings of the Fifth International Con- 
gress for Scientific Management, Amster- 
dam, July, 1932, p. 4-57 :6. 


Maintaining Welfare Standards in a 
Depression 

Sixty of the country’s leaders in public 
and private welfare work met in Chicago in 
November to formulate relief and service 
standards in an attempt to stem the tide 
of rapidly declining standards. In this 
article the policies adopted by the Confer- 
ence are reviewed. By Marietta Stevenson. 
Public Management, December, 1932, p. 
377 :4. 


Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Owmership 


For Unemployment Insurance see Insurance Section 


Can You Afford to Care for Your 
Workers? 


A discussion of sick, death and retire- 
ment, and unemployment benefit plans for 
smaller firms, and a description of the 
experience of the Gleason Works in pro- 
viding for its employees against these eco- 
nomic hazards. By B. E. Schlesinger. 
Factory and Industrial Management, No- 
vember, 1932, p. 429:3; December, 1932, 
p. 451:3. 


The Wage Incentive Plan You Ought 
to Have 

The second half of an article on wage 

incentives discusses various types of plans 

and points out that the success of any of 

these depends on: 1. The integrity of the 

management and its ability to hold the con- 


fidence of its employees; 2. The ability of 
the management to win the continuing co- 
operation of workers; 3. The interest taken 
on the part of all executives, from the 
president to the foremen; 4. The deter- 
mination of the management to do a first- 
class incentive job. 

The warning is given that more wage 
systems fail because they are based on 
poor time standards than for any other 
reason. Factory and Industrial sie sf 
ment, January, 1933, p. 10:2. 


Dismissal Compensation Plans in Eighty 
Companies 

This report is based on a field trip taken 

in the summer of 1932 when 80 companies 

in 27 cities were visited. Most of these 

firms operate several plants, factories or 
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stores, and normally employ over 1,400,000 
workers. The following industries are in- 
cluded: automobile, chain store, chemical, 
clothing, department store, electrical equip- 
ment, food and packing. 

The report summarizes a few of the more 
definitely formulated dismissal compensa- 
tion plans and notes some of the more im- 


Research and Experiment 


Research in the Metal-Working Indus- 
try Not Depressed 


Research expenditures in the metal- 
working industry have held up very well 
during the depression, according to a sur- 
vey made by the authors. Of 19 machinery 
makers only five spent less in 1931 than 
in 1929, whereas a total of 10 steel makers 
and foundries disclosed only three with 
reduced expenditures. In terms of percent- 
age of sales only one of the machinery 
makers showed a decrease in outlay, while 
none of the hot metal group reported a 
decline. 

A comparison with a similar survey 
made in 1928 indicates that among machin- 
ery makers there has been a shift in the 
emphasis of research from improved qual- 
ity to the development of new products and 
new fields of application. In the metal 


portant trends in these plans. This report 
is intended to supplement “Dismissal Com- 
pensation,” published in 1931 by the In- 
dustrial Relations Section. Prepared by 
Everett D. Hawkins. Industrial Relations 
Section, Princeton University, December, 
1932. 14 pages. 


industry the present major emphasis is on 
quality improvement. By Maurice Holland 
and William Spraragen. The Iron Age, 
Jan. 12, 1933, p. 102:3. 


Restyling Service—A New Development 
in Merchandising 

A description of a restyling service that 
has been developed in The Youngstown 
Pressed Steel Company. Manufacturers 
taking advantage of this service are relieved 
of the difficulties of bargaining with an 
artist, of persuading him to produce the 
design desired and finally of translating 
his representation into practical mechanical 
drawings. The service, moreover, is ren- 
dered under contract stipulations to provide 
a given design within definite money and 
time limitations. By Gordon Armstrong. 
The Iron Age, Jan. 12, 1933, p. 97:3. 


MARKETING MANAGEMENT 


Four Sales Fundamentals for 1933 


The major problem of sales today em- 
braces: ability to determine what the public 
wants in a product; skill to present a 
product for sale; talent to devise methods 
of merchandising; executive leadership to 
organize and direct the activities of great 
bodies of distributors, dealers and sales- 
men in the field. How Chrysler is meeting 
the extraordinary condition wherein im- 
proved selling, not better production, is the 
main need, and what that organization be- 
lieves are the fundamentals necessary to 


selling in the market of today, are told by 
the company’s general sales manager. By 
J. W. Frazer. Printers’ Ink, Dec. 1, 1932, 
p. 68:3. 


Ten Answers to Substitute Brands 


The battle between the private and the 
advertised brand continues to spread. 
Some new strategies in the campaign are 
outlined: 1. Insuring the retailer’s profit; 
2. Consignment selling; 3. Liberalized 
credit; 4. Forcing heavier stocks; 5. In- 
creased advertising; 6. The “beware of 
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substitutes” campaign; 7. Appeals to the 
dealer ; 8. Specialty characteristics ; 9. Pro- 
duction of substitutes; 10. Outlets in new 
fields. By Herschel Deutsch. Nation’s 
Business, January, 1933, p. 37:4. 


Collection Letters 


Twenty-five collection letters that have 
been used with success by business con- 
cerns are reproduced in this pamphlet. 
Many of them have been previously printed 
in “Credit and Financial Management.” 
1932. 26 pages. 


Profit for Everyone 


The urgent necessity of putting the 
profit back into retailers’ hands on nation- 
ally advertised goods is bringing about some 
striking changes in distribution. The man- 
ufacturer is going to be more selective 
because it is good business to see to it 
that his products are redistributed and re- 
sold by wholesalers and retailers who are 
not demoralizing merchandisers. 

No scheme of distribution can exist that 
does not carry a profit for manufacturer, 
wholesaler and retailer, says the general 
sales manager of E. R. Squibb & Sons in 
this discussion of present trends in distri- 
bution. By R. D. Keim. The Red Barrel, 
Nov. 15, 1932, p. 6:5. 


Tested Sales Ideas for Use in 1933 


Rex Cole believes that intelligent direc- 
tion of field activities by the company is 
necessary to assure the success of a sales- 
man. “All the preliminary training may 
prove futile,” he states, “unless the sales- 
man is provided with a workable plan of 
operation—which plan it is the company’s 
responsibility to develop.” 

Kenneth Parker, Vice President, The 
Parker Pen Company, says that chemists 
experimented nearly three years before ar- 
riving at the formula for ink which today 
is marketed as “Quink.” Mr. Parker tells 
of the sales program carried on in the 
interests of this new product, touching upon 
research, advertising and trade reactions. 

John W. Whitehead, President, The 


Norwalk Tire & Rubber Company, Inc. 
speaks of a major change in sales policy 
—through which a product, formerly sold 
nationally, is being distributed “locally”. 
of the steps that were taken to bring this 
about and of the positive results enjoyed 
by his company. By Rex Cole, Kenneth 
Parker and John W. Whitehead. Erecy- 
tives Service Bulletin, January, 1933, p., 
4:4, 


Methods of Marketing Nebraska Manu- 
factured Products 


By Earl S. Fullbrook and Forrest C. 
Blood. University of Nebraska Studies in 
Business No. 31, May, 1932. 91 pages. 


Market Research 


Market research is realistic and specific; 
the application of logical methods of study 
to particular problems of a particular pro- 
duction is discussed. Theoretical training 
should include accountancy, psychology, 
economics, statistics; a good practical ex- 
perience in distributive methods, trade prac- 
tices, selling, etc., is also requisite. Above 
all a research man must have the ability 
to handle problems in a definitely logical, 
systematic and dispassionate way. Per- 
sonal interview is preferable to postal in- 
quiry. The fullest possible use of internal 
records and data is important. 

The second part of this paper contains 
actual examples of market researches in 
Great Britain in five general directions, as 
follows: Measurement of the total market, 
and of sales opportunities for the particular 
product; Definition of selling policy; The 
retail distribution of the product; The ad- 
vertising plan; The copy policy. By W. N. 
Coglan and H. Wood. Proceedings of the 
Fifth International Congress for Scientific 
Management, Amsterdam, July, 1932, p. 
3-31 :15. 


Turning 1933 Sales Opportunities Into 
Gold 

A check list of 100 questions covering 

the product, the package, the label, mar- 

keting policies, salesman stimulation, sales 
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control records, merchandising, the retail 
store, displays, advertising policies, organi- 
zation selling, as a guide for preparation 
for 1933’s difficult marketing problems. By 
J. C. McCoy. Sales Management, Jan. 1, 
1933, p. 11:3. 


Mercantile Credit Survey Covering Nine 
of Twenty-Five Lines of Trade 


The purpose of the survey reported in 
this pamphlet was to secure a fund of 
factual information which will serve as a 
background for sound credit policies on the 
part of wholesalers and manufacturers in 
their dealings with retailers. More than 
6,000 firms cooperated by giving data on 
their policies. 

The figures presented for the years 1928, 
1929 and 1930 seem to indicate that, on the 
whole, credit extended by wholesalers and 
manufacturers selling direct to retailers 
was on a sound basis. Yet these figures 
also indicate that numerous firms were 
probably carrying on their business with- 
out proper regard for sound principles of 
credit. Some of these firms had bad debt 


losses two or three times as great as the 
average for firms in the same kind of 
business. Their collection percentages were 
half the average, which means that the 
number of days that their accounts receiv- 
able were outstanding was twice the aver- 
age, and the amount of money on the books 
at a given time for the same volume of 
business was also twice the average. The 
profits of these concerns were literally 
being eaten up by the costs involved in 
carrying overdue accounts, in losses 
through uncollectible outstandings, and an 
unusually high percentage of returned mer- 
chandise. 

The important part played by credit in 
distribution is indicated by the fact that 
of the nine kinds of wholesale and manu- 
facturing establishments included in this re- 
port, the one with the lowest percentage 
of credit business had 87.9 per cent. The 
one with the highest percentage had 988 
per cent. There were numerous firms with 
all of their business on a credit basis. Do- 
mestic Commerce Series No. 74, United 
States Department of Commerce, 1932. 46 
pages. 


Salesmen: Selection, Training, Compensation 


14 Checks on Salesmen’s Waste Time 


Fourteen specific recommendations, each 
of which has proved effective in active use, 
are given. Included among them are plan- 
ning the work, the advance card, featuring 
salesmen in business paper copy, realigning 
sales territories, re-routing salesmen, elimi- 
nation of unnecessary detail, the prepared 
sales presentation, sales manuals, Saturday 
activities, and special compensation methods. 
Printers’ Ink Monthly, December, 1932, p. 
39 :3. 


Plans for Promoting Closer Field 
Supervision of Salesmen 

The problem of operating sales forces 
to show a profit in the face of decreased 
volume has brought the supervision of 
salesmen into the spotlight and has sub- 
jected it to the closest scrutiny. The plans 
adopted to meet this problem show a de- 


cided faith in methods that have proved 
their efficacy in the past, rather than in 
the invention of so-called “new” plans, 
designed as emergency measures. On the 
whole, the plans reported make no marked 
changes in the sales organization but rely 
upon more efficient use of those tools at 
hand to accomplish a closer supervision. 


Where district managers, branch man- 
agers, sales supervisors, or similar field 
executives are employed in directing the 
field forces, they are being given more re- 
sponsibility. Through this channel closer 
field supervision over the entire sales or- 
ganization is maintained. Im some in- 
stances, these field executives are charged 
with the hiring and training, as well as 
the complete supervision, of the men work- 
ing under their direction. 

Another step in promoting closer field 
supervision is the increased cooperation of 
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home executives with the men in the field. 
The reports show that all along the line, 
from the highest executive in the sales de- 
partment down to the lowest, there is full 
appreciation of the importance of working 
“shoulder to shoulder” with the men on 
the firing line. This realization has re- 
sulted in more time being spent in the 
field by these executives than ever before. 

More frequent sales conferences are 
proving valuable, also, in promoting closer 
supervision of salesmen. Selected lists of 
prospects and selected routings are another 
factor in making closer supervision pos- 
sible. Dartnell Report No. 388. 27 pages. 


How 25 Companies Are Paying Their 
Salesmen This Year 

This is a report of how 25 companies, 
each prominent in one or more industrial 
fields, are handling this problem at the be- 
ginning of 1933. The following general 
classification is given: straight commission 
—3 companies; salary and commission— 
7; straight salary—6; not standardized— 


4; salary with bonus—5. But in almost 
every case special adaptations make one 
company’s commission or bonus plan oper- 
ate quite differently from a similar type 
of plan followed by another company. 
These adjustments are outlined. Class & 
Industrial Marketing, January, 1933, p. 
21 :3. 


20 Plans That Inspire Men to Fight for 
Orders 


Some of the plans being used by lead- 
ing companies to stimulate and inspire men 
to greater loyalty and effort through honor 
awards are described. They include those 
used by the Chemical Specialties Division 
of E. I. du Pont de Nemours & Company, 
Colonial Stove Company, Todd Company, 
Owens-Illinois Glass Company, Yawman 
& Erbe, Fuller Brush Company, Lincoln 
National Life Insurance Company, Kraft- 
Phenix Cheese Corporation, Air-Way 


Electric Appliance Corporation, and others. 
By A. R. Hahn. Sales Management, Dec. 
15, 1932, p. 511:5; Jan. 1, 1933, p. 19:2. 


Sales Promotion: Letters, House Organs, Advertising 


Control of Sales Contacts Is a Vital 
Economy for the Small Company 


Now as never before, control and proper 
supervision of sales effort and promotion 
is of vital importance to small and large 
companies alike. A very efficient control 
system can be set up, at very little addi- 
tional expense, even though the marketing 
channels of a particular product offer prob- 
lems of a rather complex nature. The 
Kinnear Manufacturing Company uses the 
standard three by five card filing system, 
designed to take the required information 
and filed geographically. Under each geo- 
graphical subdivision, cards are filed alpha- 
betically according to the name of the party 
to whom the agent or office submitted a 
quotation. Irf addition, this card contains 
such other information as name and loca- 
tion of project on which the installation is 
to be made, the original source of the 
inquiry, the office or agent who sent in the 
estimate, the agent’s estimate number, the 


number, size and price of the proposed 
material. Different color cards are used to 
reveal quickly the different classifications 
of prospects. The system is explained and 
the card illustrated. By Tom Wheeler. 
Class & Industrial Marketing, January, 
1933, p. 54:2. 


Selling by Employees 

This is a digest of the experiences of 
eighty-seven retail, wholesale, service and 
manufacturing organizations in using fac- 
tory, office, and other employees not on the 
sales force, as active salesmen. An inter- 
esting discovery of the investigation was 
the diversity of businesses engaged in the 
effort, including retailers, service institu- 
tions and manufacturers of all kinds of 
consumers’ goods. 

The report describes how employee sell- 
ing plans are organized and operated, and 
explains many different types of plans in 
current use. Several forms are reproduced, 
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and the report concludes with a section on 
reference material. Policyholders Service 
Bureau, Metropolitan Life Insurance Com- 


pany. 24 pages. 


Market Study: the Basis for Launching 
a New Product by Advertising 


In launching a new product, advertising 
is usually one of the five major marketing 
instruments which deserves primary em- 
phasis. Before advertising can be intelli- 
gently employed, five questions must be 
answered: 1. What groups of people are 
to be influenced; 2. What is the message 
to be communicated to these groups; 3. 
What time limits are involved; 4. What 
media or methods are to be employed; and 
5. What appropriation is necessary to ac- 
complish the objective? 

Studies of the history of experience of 
other companies with similar products are 
necessary when one introduces a seasonal, 
novelty, fad, or temporary-style product 
which involves special time limitations. 

The effective selection of media neces- 
sarily involves the use of experimental 
campaigns. And the methods presented 
show how such experimental campaigns 
have been used in actual practice to meas- 
ure the results of three general types of 


Retailing 
Solving Personnel Problems 
The vice-president and general manager 
of Jewel Food Stores, Inc., discusses that 
company’s plan for training store person- 
nel, based upon the belief that manpower is 
the biggest single factor in retailing. By 


/John M. Sarther. Chain Store Age, De- 
cember, 1932, p. 723:2. 


Urges Sales Study by All in Stores 
Not the least of those being trained in 
sales promotion in Wm. Filene’s Sons 
Company are store executives, William H. 
McLeod, advertising manager, said at the 
recent annual convention of the National 
6 Dry Goods Association in New 
or 
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advertising media and methods: 1. House- 
to-house advertising; 2. Special dealer ad- 
vertising; 3. Mass media advertising. 

No matter what combination of adver- 
tising media or methods is selected for trial 
campaigns, market studies must be designed 
in such a way that the results secured from 
each medium or method can be resolved 
into one common measure, such as the cost 
per unit sale or the cost of getting the cus- 
tomer to buy the product in the regular 
way. These relative costs can then be used 
as a dependable relative measure of the im- 
mediate effectiveness of the various adver- 
tising media or methods tried. By William 
J. Reilly. Proceedings of the Fifth Inter- 
national Congress for Scientific Manage- 
‘ment, Amsterdam, July, 1932, p. 3-13:9. 


General Foods Turns Stockholders Into 
Working Customers 


Each new stockholder of General Foods 
Corporation is sent a letter signed by the 
company’s president enclosing a 16-page 
booklet describing General Foods products. 
This is a step-by-step account of how 
55,000 stockholders are cultivated, causing 
increase in sales and goodwill. As told by 
C. M. Chester to C. B. Larrabee. Printers’ 
Ink, December 8, 1932, p. 3:4. 


Mr. McLeod explained that his organiza- 
tion has actually increased the activities in 
its training program for sales promotion, 
adding: “This is evidence of a growing 
feeling on our part of the importance of 
training in sales promotion, and our be- 
lief that it is more than ever important to 
do everything possible within the store to 
cash in on the customers already in the 
store.” The sales promotion committee 
operates on the theory that every division 
has a part and a responsibility in promot- 
ing sales. 


The company’s educational program in- 
cludes a faculty of 145 lecturers, all except 
50 of them recruited from executives of 
the store; they offer 118 subjects, with a 
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total of 2,500 employees taking advantage 
of the opportunities for training. 

Mr. McLeod described the numerous 
courses in sales promotion conducted by 
the store, and cited a course in “store 
directory,” adding: “I venture to say that 
the sales lost through this cause alone in 
a large department store on a December 


afternoon would pay for a pretty fair 
training department.” The New York 
Times, Jan. 21, 1933. 


The Retail Inventory Method in 
Practical Operation 
Controllers’ Congress, National Retail 
Dry Goods Association, 1932. 16 pages. 


Survey of Books for Executives | 


Business Looks at the Unforeseen. By 
Wallace Brett Donham. Whittlesey 
House, McGraw-Hill Book Co., New 
York, 1932. 209 pages. $2.50. 


Dean Donham has written an interesting 
and stimulating book. It should be read by 
every business man, banker and politician 
interested in ways and means of accelerat- 
ing our emergence from depression and in 
the education of our future industrial ex- 
ecutives. While it is extremely doubtful 
if the practical man of affairs will approve 
all of the conclusions reached or of the 
remedies prescribed, it is safe to assume 
that his mental processes will be stimulated 
if only by violent disagreement. 

Dean Donham presents the situation 

clearly, discusses the various remedies pro- 
posed at length and prescribes his own 
remedies with courage. Unfortunately 
there is a limit to the amount of medicine 
any patient can absorb, be the body in ques- 
tion human, politic or social. 
' Just now we are suffering from the 
greatest destruction of capital and of char- 
acter which the world has ever experi- 
enced. Five years of legalized murder, 
loot and rapine, with the productive forces 
of the world dancing round the bonfire 
which consumed the savings of centuries, 
were followed by a dozen years during 
which moral and business precepts devel- 
oped by centuries of human experience 
were discarded as outworn. Economy, 
hard work and integrity were rejected as 
old fashioned and cynicism, speculation 
and synthetic firance were substituted. 

As might have been expected the finan- 


cial structure crashed and the social struc- 
ture went with it. Confidence and morale 
are at a low ebb but the realization is at 
last beginning to percolate throughout the 
social fabric that only economy, hard work 
and integrity will replace capital, repay 
debts and restore confidence. 

Under the circumstances it is quite natu- 
ral that we should search feverishly for 
remedies to relieve us from bearing the full 
burden of our past sins. Some very effec- 
tive palliatives have been administered such 
as those described under the chapter head- 
ed “The President’s Plan” in Dr. Don- 
ham’s book. These have diffused the trou- 
ble sufficiently to prevent, for the time 
being, total collapse. But taxing the wise 
and the thrifty to pay for past misman- 
agement in government, finance, industry, 
agriculture, and transportation will not 
keep the patient alive indefinitely because 
the resources of the wise and the thrifty 
are becoming seriously depleted. During 
the first nine months of 1932 the profits 
of 295 large industrial corporations dropped 
99.4 per cent and a net deficit was averted 
by the slim margin of two and a quarter 
millions of dollars. Bond interest is being 
defaulted daily and the sources of taxa- 
tion are drying up with incredible rapidity. 
The government is at last discovering that 
remedies based on increased taxation are 
unsound and that only those based upon 
reduced expenditure, thrift and efficient 
management will produce permanent re- 
sults. 

Dr. Donham discusses the most serious 
aspects of the situation and describes the 
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desired goals to be achieved clearly and 
interestingly. Very few will quarrel with 
him on either of these counts. He 
then describes the various plans, pallia- 
tives and remedies suggested at consider- 
able length. His evaluation of these plans 
will arouse considerable controversy. 
Many of his beliefs are sound but others 
will undoubtedly impress the man of prac- 
tical experience in finance and industry as 
taking too little account of the laws which 
actuate human nature and of the intricacies 
of the situation as it exists. It is quite 
probable, however, that in his effort to 
controvert certain of the book’s more aca- 
demic proposals the practical business man 
will discover truths which will tend to as- 
sist him in the solution of his own and 
the country’s problems. In any case it 
will furnish him an insight into that type 
of progressive thought which is guiding 
the next generation of executives in our 
most successful business schools. 

Dean Donham’s principal personal con- 
tribution to progress is his proposal for a 
“Central Thinking Agency.” Although his 
description of the mechanism he has in 
mind is not completed in detail, he raises 
certain important issues in the paragraphs 
devoted to it and in his discussion of simi- 
lar plans proposed by others. There is no 
question that the demand for an economic 
advisory or planning board for the United 
States has become more insistent as more 
and more of our people have realized the 
seriousness of the problems which con- 
front the country. The Chamber of Com- 
merce’s central planning agency, the 
American Federation of Labor’s national 
economic conference, Swope’s trade asso- 
ciation plan, Chase’s peace industries board, 
Soule’s economic general staff and coun- 
cil, as well as Donham’s central thinking 
agency are examples of an effort to satisfy 
this public demand. 

Fully realizing the practical difficulties 
faced by any government which desires to 
satisfy such a demand, as well as the value 
of counsel from a group of outstanding 
men of special experience and training, the 
British Government organized, in January, 
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1930, the Economic Advisory ‘Council 
whose purpose is to advise the Government 
in economic matters, to make continuous 
study of developments in trade and in- 
dustry and in the use of national resources, 
of the effect of legislation and fiscal policy 
at home and abroad and of all aspects of 
national and international economy having 
a bearing on the prosperity of the country. 
This organization has functioned so effec- 
tively and smoothly since its inception that 
it is worthy of study at a time like the 
present. 

In setting up any economic council, 
over-organization must be avoided. The 
Federal Council of Economics (Reichs- 
wirtschaftsrat) did not save German 
finance or industry. Appointments must 
be governed by ability, practical experience 
and freedom from influence, or committees 
will degenerate into devices for passing the 
buck. Flexibility and speed must be main- 
tained at all costs. Under the circum- 
stances, the British plan seems to avoid 
most of the dangers and objections which 
have beset other plans and to provide a 
simple and effective mechanism which 
furnishes the material required for wise 
decision, smoothly and rapidly, exactly 
when and where required. 

Space does not permit further discus- 
sion of this or of other remedies approved 
and proposed by Mr. Donham, but the book 
is worthy of careful study by all serious 
thinkers interested in constructive action 
leading to financial, industrial and social 
recovery. 


DwicHt FarNnHAM, 
Manager, Industrial Department, 
Peat, Marwick, Mitchell & Co. 


American Railroads. By Winthrop M. 
Daniels. Princeton University Press, 
Princeton, 1932. 120 pages. $1.50. 

This volume discusses the problem of the 
railroads in the light of four phases of 
their history: I. The Railroads and Wall 
Street; II. The Railroads and Congress; 
III. The Railroads and the White House; 
IV. The Railroads and the Public. 
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What is Technocracy? By Allen Ray- 
mond. Whittlesey House, McGraw-Hill 
Book Company, New York, 1933. 180 
pages. $1.50. 

The A B C of Technocracy. By Frank 
Arkright. Harper & Brothers, New 
York, 1933. 73 pages. $1.00. 

Life in a Technocracy. By Harold Loeb. 
Viking Press, New York, 1933. 209 
pages. $1.75. 

For and Against Technocracy. A sym- 
posium. Edited by J. George Frederick. 
Business Bourse, New York, 1933. 278 
pages. $2.50. 


The first of these books was written by 
the author of the series of articles on 
Technocracy which appeared recently in 
the New York Herald-Tribune. It ex- 
plains the movement, its background, its 
sponsors, and reviews the attacks that have 
been directed against it. 

“The A B C of Technocracy” is a 
synopsis of the information that Technoc- 
racy has gathered and the story that it 
tells. 

“Life in a Technocracy” is a delineation 
of what life might become under the 
system. 

The symposium, “For and Against Tech- 
nocracy,” presents various points of view 
on the subject. The following are repre- 
sented: John Van Deventer, Karl T. 
Compton, George Soule, James W. Angell, 
Benjamin A. Javits, Charles F. Abbott, 
Walter Rautenstrauch, Charles F. Ketter- 
ing, Walter R. Ingalls, Nicholas Murray 
Butler, James D. Mooney, Virgil Jordan 
and E. A. Filene. 





The Society of Nations. By Felix Mor- 
ley. Brookings Institution, Washington, 
D. C., 1932. 678 pages. $3.50. 

This study is a comprehensive examina- 
tion of the origins, structure and function- 
ing of the League of Nations and an 
explanation of the theory of regularized 
international cooperation on which the or- 
ganization is based. It shows how the 
League “aims to further not merely co- 
operation between governments but also 
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between functional groups, to the end that 
they may obtain permanent Prosperity as 
well as peace.” 

Heretofore unpublished material dealing 
with the evolution of the League is in- 
cluded, as well as an analysis of inter- 
national action in the Sino-Japanese dispute. 





Industrial Psychology in Practice, By 
Henry J. Welch and George H. Miles. 
Isaac Pitman & Sons, New York, 1932, 
249 pages. $2.50. 

Part I of this volume, “The Health of 
the Worker and Improvement of Working 
Conditions,” considers such subjects as the 
reduction of fatigue, the improvement of 
such environmental conditions as lighting, 
heating and ventilation, and noise, the re- 
duction of accidents, and the promotion of 
internal economy through planning, routing 
and lay-out, internal transport and handling 
of goods, and the elimination of waste time 
and material. 

In Part II, “Personnel,” selecting and 
training the employee and further applica- 
tions of industrial psychology are discussed. 

The authors are the Chairman and Direc- 
tor of the National Institute of Industrial 
Psychology and the examples which are 
presented are drawn from British indus- 
tries. The experiences of British firms 
with fatigue reduction and the use of psy- 
chological tests in the selection of employ- 
ees are explained. 

Standards Yearbook—1i1932. Compiled 
by: Bureau of Standards—George K. 
Burgess, Director. United States De- 
partment of Commerce, Washington, 
D. C., 1932. 394 pages. $1.00 (cloth). 
In this publication there is presented a 

picture of the standardization movement in 

various fields of industry conducted by cer- 
tain national and international agencies. 

The present volume contains outlines of 

the standardization activities and accom- 

plishments of not only the Bureau of 

Standards and other agencies of the Fed- 

eral Government and the States, counties, 

and municipalities, but also those of tech- 
nical societies and trade associations. 
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Among the special features of the pres- 
ent yearbook is a series of articles con- 
tributed by experts in the several fields of 
communication. The articles are intended 
to give a panoramic view of the value of 
research as an aid to standardization, to- 
gether with brief summaries of the accom- 
plishments in the respective fields covered. 

Special attention has been paid to the 
current standardization programs of 
American standardizing agencies, their ac- 
complishments to date, with special refer- 
ence to the year just past. 





The Scientific Selection and Training of 
Workers in Industry and Commerce. 
By M. Martin-Leake and Thyra Smith. 
Isaac Pitman & Sons, London, 1932. 104 
pages. $1.50. 

The experience of British companies with 
the selection of employees by means of 
psychological tests is related in detail in 
this volume. A number of employment 
tests which have been developed in Great 
Britain and in France and which are not 
generally known in this country are re- 
produced or explained, and their use in 
Great Britain is discussed. The authors 
devote only one chapter, and a very brief 
one at that, to a discussion of training. 





Cause and Control of the Business 
Cycle. By E. C. Harwood. Financial 
Publishing Company, Boston, 1932. 165 
pages. $2.00. 

Booms are made by erroneous use, that 
is to say, abuse of the money-credit machin- 
ery, the author of this volume maintains. 
Panics and depressions are the inevitable 
results of such abuse. It seems obvious to 
him, therefore, that in exercising control 
of the cyclical chain of related phenomena, 
prevention is vastly to be preferred to cures 
which can be applied only after the worst 
has occurred. Prevention is possible 
through the intelligent use of money-credit 
mechanism. Hitherto, there has been de- 
veloped no satisfactory criterion of the 
degree of inflation. In this volume, Mr. 
Harwood offers a new Index of Inflation 
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which is designed to portray the degree 
of inflation existing at any time. He be- 
lieves that by setting certain limits beyond 
which inflation will not be permitted to 
proceed, the Federal Reserve Banks can, 
by selling securities and raising the dis- 
count rate, force member banks to curtail 
new originations of credit based on invest- 
ment-type assets. 





1932 Year Book of the American Insti- 
tute of Acccuntants. 273 pages. $1.50. 
This year book contains membership lists 

of the American Institute of Accountants, 

a summary of the proceedings of the an- 

nual meeting held October 17-20, 1932, 

reports of officers, Council and committees, 

and the by-laws, rules of professional con- 
duct and rules of the board of examiners 
of the Institute. 





The Abolition of Unemployment. By 
Frank D. Graham. Princeton University 
Press, Princeton, 1932. 99 pages. $2.00. 


The writer is convinced first, that no 
effective “planned economy” is compatible 
with democratic institutions while none of 
the “plans” so far advanced for the United 
States offers any prospect whatever of ac- 
complishing its purpose, and, second, that 
unemployment insurance can be no more 
than a palliative, a mere distributor of un- 
necessary losses. 

A national Emergency Employment Cor- 
poration, covering all consumers’ goods at 
least is suggested, which should arrange 
for the employment of all willing, and at 
present involuntarily idle, workers at the 
jobs for which they are equipped, and 
should pay them, according to their own 
choice, in the goods they themselves turn 
out. Such Corporation should, and could, 
make neither profits nor losses, but simply 
pay its own way. Production by the other- 
wise unemployed for each other’s needs 
would have no effect whatever in narrow- 
ing the market for the goods produced by 
the workers fortunate enough to retain 
a regular job. On the contrary, the author 
states, employers would supplement their 
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returns through the rentals received for 
the use of their equipment, and would thus 
turn losses into profits. This would stimu- 
late an expansion of private enterprise and 
would get the whole productive machinery 
off the dead center at which it recurringly 
becomes immobilized. 

The organization for the Emergency 
Employment Corporation’s business and a 
system of procedure are outlined, as well 
as a proposal for a limited application of 
the principle of creation of employment. 





Economic Tendencies in the United 
States. By Frederick C. Mills. Na- 
tional Bureau of Economic Research, 
Inc., New York, 1932. 639 pages. $5.00. 


“During the fifteen years from 1899 to 
1914 there was a notable advance in output 
per wage-earner in manufacturing estab- 
lishments, a gain of no less than 30 per 
cent in the decade and a half... . Yet this 
record was substantially bettered during 
the decade from 1919 to 1929. Production 
per wage-earner in manufacturing indus- 
tries increased by approximately 43 per 
cent in this single ten-vear stretch. Sev- 
enty men in 1929 could do the work that 
required one hundred men in 1919. During 
this decade of remarkable technical accom- 
plishment emphasis was definitely shifted 
from mere numbers, as a means of acceler- 
ating production, to those factors of equip- 
ment, skill and organization which enhance 
the productive powers of the individual 
worker, It was an unprecedented advance. 
It appears now to have been an advance 
to which, under existing conditions of 
knowledge and with existing instruments of 
industrial control, our economic system 
could not be promptly adapted.” 

Disparities of growth rates among Amer- 
ican industries and shifts in marketing 
methods and organizations, obsolescence of 
equipment, the emergence of new and un- 
tried industries with their demands for 
men, for markets, for capital, for credit 
and for places in the industrial sun, and 
the generation of risks which new indus- 
gether with the speeding-up of industrial 
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displacement and the corresponding increase 

in the volume of unemployment, were some 

of the manifestations of economic change. 

Prior to the break in 1929 the output 
of durable goods in the United States in- 
creased at an average rate of 5.9 per cent 
a year, a rate more than twice as great as 
that for non-durable goods. This shift to 
durable goods and the even greater em- 
phasis upon the creation of capital equip- 
ment were outstanding characteristics of 
production changes during the post-war 
period. 

Dr. Mills analyzes, by means of hitherto 
unpublished measurements, these and other 
changes in the volume and character of 
production, prices, manufacturing costs, 
capital supply and other elements of the 
economic structure during the pre-war and 
post-war periods. The book is sponsored 
by the Committee on Recent Economic 
Changes of the President’s Conference on 
Unemployment. 

The Paradox of Plenty. By Harper 
Leech. Whittlesey House, McGraw-Hill 
Book Co., New York, 1932. 203 pages. 
$2.50. 

Amid the tiresome twaddle of technoc- 
racy and technological unemployment, it is 
inspiriting to find an intellectual oasis like 
“The Paradox of Plenty.” Refreshingly 
enough, the author has a style. In addi- 
tion, he reveals an insight into essential 
economic situations with which the average 
reader might well acquaint himself before 
he seizes hold of technocracy as a pioneer 
movement of redoubtable proportions. 

Mr. Leech in “The Paradox of Plenty” 
tells the whole technocratic story of the in- 
creased productivity which the machine age 
has developed, but instead of being de- 
pressed by the occasional disequilibriums 
which come to public view, the author fixes 
upon the technical efficiency of modern in- 
dustry as the bedrock upon which future 
human progress may well be constructed. 

A stimulating treatise and worth reading. 
Frank Parker, Professor of Finance, 
Wharton School of Finance and Commerce, 

University of Pennsylvania. 





